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The Honorable William D. Ford 
Chairman, Committee on Post Office 

and Civil Service 
House of Representatives 

The Honorable Robert Garcia 
Chairman, Subcommittee on Census 
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Committee on Post Office and Civil 

Service 
House of Representatives 

ir he Honorable James V. Hansen 
/Rankinq Minority Member 
Subcommittee on Census and 

Population 
Committee on Post Office and Civil 

Service 
'House of Representatives 

This report responds to your request for an assessment of the 
December 12-14, 1985, Aureau of the Census conference on the 
measurement of noncash benefits. In particular, in your letter of 
October 16, 198S, you asked us to address four questions: 

o What issues were addressed in the formal and informal 
sessions? 

0 Were the presentations technically sound? 

0 Js there further study needed on any of the issues 
that were investiqated? 

0 Are there other important issues that were not 
addressed at the conference? 

In answerinq these questions, we relied on two types of 
procedures. The first procedure was on-site observations of the 
conference. The second was content analysis of various conference 
products. Specifically, our staff attended the conference as 
observers, gathered materials, took notes, and tape-recorded 
sessions to check the conference transcripts. We used content 
analysis as a tool for examininq invited papers and conference 
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transcripts, in order to identify the issues that were raised (and 
not raised) and to determine the frequency of participation by 
conference attendees, 

With reqard to the first question on what issues were 
addressed, our analyses show that four broad topical areas were 
covered. These include (1) concerns about the Bureau's methods 
for valuing noncash benefits, (2) suggested solutions to some of 
these concerns, (3) general measurement principles, and (4) 
suqgestions for future research. 

In the area of measurement concerns, conference participants 
raised 75 percent of the conceptual, operational, and 
computational concerns (i.e., 39 of the 52) we had identified and 
reported on in our October 31, 1985, testimony before the 
Subcommittee on Census and Population. In addition, over a dozen 
new concerns were raised in either the invited papers or 
discussions. The conference focused principally on conceptual 
issues; less attention was devoted to operational and 
computational considerations surroundinq the measurement of 
income. 

Conference participants also prooosed solutions to some of 
the concerns that were raised about the Bureau's methods. For 
many of the issues, several proposed solutions were offered; 
although no votes were taken, there appeared to be a diversity of 
opinion on the viability of any particular solution. However, 
there were some areas where there appeared to be some agreement. 
Specifically, in principle, the exclusion of taxes, the inclusion 
of emplover benefits, the need to consider revising the poverty 
threshold, and the importance of properly counting medical 
benefits seemed to be qenerally agreed upon. 

Further, we identified four measurement principles frequently 
used by participants to support their points. These miqht be 
useful in quidinq future policies or decisions about measuring 
noncash benefits. These principles include consistency, validity, 
completeness, and equity or the fairness of the procedures used to 
estimate poverty. Conference participants also suqqested 
directions for future research. Generally, participants expressed 
the need for more empirical research on technical concerns that 
have been identified. 

With regard to your second question on the technical adequacy 
of the presentations, we were not able to complete a thorouqh 
assessment of the technical adequacy because of the nature and 
scope of the papers. That is, rather than present new empirical 
work on topics assiqned by the Bureau, the formal presentations 
were focused primarily on conceptual issues. When evidence was 
presented, there was insufficient detail on the research 
procedures to allow an assessment. 
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In light of the numerous calls at the conference for research 
on major technical issues, alonq with the similar calls we made in 
testimony prior to the conference, it is not obvious why a qreater 
emphasis on new empirical analysis was not stressed, either by the 
authors or by the Census Rureau in its original charqe to the 
authors it selected. This is especially regrettable in that the 
invited papers represented the only opportunity at the conference 
to empirically reduce some of the uncertainties surrounding these 
major technical issues. 

,Iudqments about the need for further study and whether 
important issues were not examined (questions 3 and 4) depend on 
the depth and breadth of the conference discussions that qenerated 
the list of issues. To characterize the depth and breadth, we 
examined the roster of those who attended the conference, what 
opportunities existed for preparation and participation, who the 
major participants were, and the diversity of views that were 
e~xpressed. 

With regard to attendance, the 104 individuals represented an 
array of qovernment and other public and private sector 
oirqanizations. However, over half the attendees were economists. 
A~11 the formal presentations were made by economists selected by 
t~he Rureau. Further, the invited papers were not made available 
uintil on-site registration, leaving little opportunity to review 
the issues raised in these papers. Similarly, participants were 
qiven little opportunity to prepare for the two specific questions 
to be discussed in the small group sessions; these questions were 
not announced until the beqinning of the sessions. About half the 
conference time was devoted to presentations; the balance allowed 
opportunities for individuals to participate. 

With respect to actual participation, 45 of 104 individuals 
made major contributions at the conference. Half the major 
contributors were experts in qeneral noncash benefits or in the 
statistical definition of income, over 60 percent were economists, 

:: 
'nd only 4 percent of the major participants were experts in 
overty amonq minorities. Further, 40 percent of the small aroup 

discussion was contributed by 2 to 3 individuals per group. 
I In summary, we believe the conference discussion may 

underrepresent the views of some concerned qroups. The breadth of 
opinions expressed in conference discussions represents a lower 
hound on the diversity of views that may actually exist. 
Therefore, althouqh conference participants raised many issues for 
consideration, we urqe caution in the development of poverty 
measurement policy or a research aqenda based upon any perceived 
consensus on the issues discussed at the conference. 

Oral comments received from officials contacted at the Bureau 
of the Census have been incorporated into the body of this 
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briefing report. These officials noted that some of the concerns 
that we identified as not having been covered at the conference 
involved the poverty threshold and the definition of poverty. 
They stated that the Office of Manaqement and Budget, not the 
Bureau of the Census, has responsibility for defining poverty and 
the thresholds. 

The principal recipients of this report are the members of 
the House Committee on Post Office and Civil Service and the 
Subcommittee on Census and Population. Copies of the report will 
also be made available to conference participants and others who 
request them. If you would like any additional information, 
please call me (202-275-1854) or Dr. Lois-ellin Datta 
(202-275-1370). 

Eleanor Chelimsky 
Director 
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FOREWORD 

OUR STUDY QUESTIONS AND METHODOLOGY 

0 In December 1985, the Bureau of the Census held a l-1/2 day 
:conference to present its methods of valuing noncash benefits 
and to seek advice from a representative group of persons 
concerned with income and poverty data on the best way to 
measure the recipiency and value of noncash benefits. 

9 The House Committee on Post Office and Civil Service and the 
Subcommittee on Census and Population asked that the Program 
Evaluation and Methodoloqy Division of the U.S. General 
Accounting Office (GAO) evaluate the conference. We were asked 
to address four questions: 

--What issues were covered in the formal and informal sessions? 

--Were the formal presentations technically adequate? 

;--What important issues were not covered? 

(--What areas need further study? 

0 

0 

Four GAO staff members attended the December conference as 
observers (i.e., we did not participate in formal discussions), 
took notes, sathered conference materials, and recorded 
sessions for purposes of checkinq official conference 
transcripts. We did not monitor informal discussions durinq 
dining or at receptions, mixers, or breaks. 

We used content analysis to study the transcripts of plenary 
sessions, group discussions, and papers presented in the formal 
sessions, in order to determine what issues were and were not 
discussed. The conference transcripts were coded to indicate 
frequency of participation by various individuals attending the 
conference. 

0 ~ In determining the technical adequacy of the presented papers, 
we assessed issue coverage by comparing issues discussed in 
each paper to the issues suggested by the Rureau for paper 
presentations, and we examined the basis for any 
recommendations. 

0 In this briefing report, we first describe the issues discussed 
at the conference in terms of participants' concerns about the 
Rureau's methods, their views on possible solutions, implicit 
measurement principles, and suggestions for future research 
directions. Concerns about the Bureau's methods are organized 
according to coverage of previously raised concerns (our 
previous list of 52 concerns; see appendix II) versus new 
concerns identified at the conference. 



0 We then discuss the technical quality of conference papers, 
issue noncoveraqe, and other potential considerations 
affectinq the use of the conference to set measurement and 
research policy. Key elements in determininq the nature of 
conference discussions and their usefulness are who attended 
the conference, what opportunities attendees had to prepare and 
to participate, who the major participants were, and the 
diversity of views. 
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1. ABOUT THE CONFERENCE 

. . 



0 

0 

0 

9 

0 

The conference was held by the Bureau of the Census in 
Williamsburq, Virginia, during December 198s. 

The Rureau's stated purpose in conveninq the conference was to 
assemble a representative group of technical and nontechnical 
persons with a strong interest in income and poverty data, to 
inform them about the Bureau's methods, and to seek their 
advice on the best way of measuring the recipiency and value 
of noncash benefits (Keane, April 1985). The Bureau's October 
31 testimony before the Subcommittee on Census and Population 
indicated that one of the primary qoals for the conference was 
to achieve consensus on key issues and to receive guidance on 
measurement and research policy in the areas of noncash 
benefits, income, and poverty assessment. 

In his openinq remarks at the conference, Dr. Keane stated that 
the Bureau of the Census does not define poverty. 

The agenda for the conference included 

1. 

2. 

3. 

4. 

an evening plenary session in which the Bureau welcomed 
participants and presented an overview of the conference, 

a formal morninq session featuring presentations of four 
invited papers and discussants' comments, 

an afternoon of five concurrent discussion groups, each 
assigned two specific "discussion points" and two general 
discussion questions, and 

a morninq "wrap-up" session, which included summary reports 
from representatives of the five discussion qroups and an 
"open-mike" segment in which any conference participant 
could address the entire assembly. 

Four major issue areas, announced in advance and assigned as 
topics for each of the four papers, concerned (1) the 
definition of income, (2) methods of measurinq noncash 
benefits, (3) statistical and data comparability, and (4) 
poverty statistics in federal laws. 

10 



0 Five "discussion points," announced at the conference and 
assiqned to the working qroups, focused on countinq medical 
benefits, countinq employer benefits, the treatment of taxes, 
misreportinq income, and using the recipient value and 
poverty hudqet shares methods. 

0 Participation was by invitation; 104 persons attended. 

11 



2. WHAT WAS DISCUSSED 

Ouestion 1: What issues were discussed in the formal and 
informal sessions? 



0 The committee's first question to us was 

Ouestion 1. what issues were discussed? 

We answered this question by examining 

--concerns expressed about the Bureau's methods of measuring 
noncash benefits, income, and poverty; 

--new measurement strategies proposed or discussed as 
solutions to these concerns and related measurement 
problems; 

--measurement principles that emerged during conference 
discussions; and 

--suggestions for future research. 

13 



CONCERNS ABOUT THE RIJREATJ'S METHODS 

Conference participants discussed numerous concerns about the 
Census Bureau's methods of measuring noncash benefits, income, and 
poverty. sriefly, the Bureau's official income measure is based 
on cash income; poverty status is determined by comparing cash 
income to poverty thresholds that are set by the Office of 
Management and Rudget accordinq to family size. Recently, the 
Rureau has derived alternative poverty estimates based on 
assigninq dollar values to noncash benefits and counting these as 
income. Three alternative valuation methods have been used by the 
Rureau: the market value, recipient value, and poverty budget 
share methods. 

Generally, the concerns about the Bureau's methods voiced by 
particioants reflected the four major issue areas chosen by the 
Rureau for paper presentations: the statistical definition of 
income, methods of valuing noncash benefits, statistical and data 
comparability, and federal laws in relation to the poverty 
indicator. We assume that the Bureau will testify about or 
report on concerns raised at the conference in line with the 
selected topics. In this section, we discuss concerns raised at 
the conference in comparison to the 52 conceptual, operational, 
and computational concerns that we enumerated in testimony before 
the committee on October 31, 1985, based on our review of the 
literature (see appendix II). 

Previously raised concerns 

0 Of the 52 concerns based on previous literature, which are 
listed in appendix II, 39 (75 percent) were addressed at the 
conference. (See figure 1.) 

0 Of these 39 concerns, 20 were conceptual, 15 were operational, 
and 4 were computational: 

--9 of the 20 conceptual concerns dealt with poverty or 
poverty threshold definitions, 7 dealt with income 
definitions, and 4 dealt with valuation methods; 

--lo of the 15 operational concerns addressed valuation 
methods, 4 addressed income measurement, and 1 addressed 
poverty or poverty threshold measurement: 

--2 of the 4 computational concerns dealt with valuation 
methods, 1 dealt with income measurement, and 1 
dealt with poverty or poverty threshold measurement. . 

14 



Figure 1: Merwrsment Concsrnr Covered at the Conkmnce 
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New measurement concerns and new cateqories 
of concern 

0 Fourteen new conceptual, operational, and computational 
concerns about the Bureau's methods were voiced by 
participants. Six additional issues were raised in new 
cateqories of concern. (See fiqure 2.) 

0 The new conceptual concerns include, among others, that 

--valuation methods applied separately to food stamps, housinq 
benefits, and medical benefits fail to take account of the 
increasing budget constraints imposed by the receipt of 
multiple noncash forms of income; 

--to the extent that measured noncash benefits substitute for 
previous, unmeasured (e.g., charitable, state, or local) 
benefits, trends in income and poverty are distorted; 

--income from capital is not adeauately or consistently 
accounted for; 

--vallles for nonsharable benefits received by a single family 
member have been treated as if they benefited all family 
members (e.q., values for sinqle member benefits have been 
assigned upper limits or "caps" based on total expenditures 
for all family members). 

0 New operational and computational concerns include, among 
others, the failure to measure income from the underqround 
economy and the use of a medical insurance model that differs 
from private market practices (i.e., cost of most family 
policies does not vary with the number of children). 

io Six issues were also raised in new cateqories of concern; these 
primarily reqard the use and misuse of official or proposed 
income and poverty statistics. 

io Three of these 6 relate to the Bureau's targeted focus on (1) 
data comparability concerns (e.q., comparability of decennial 
census data on poverty with data from the current population 
survey) and (2) concerns reqardinq federal laws that use 
poverty statistics for allocation of program funds and as 
proqram eliqibility criteria. 

16 



Flgure 2: New Concerns About the Bureau‘8 Methods Raised at the Conference 

f’ovwly thresholds,f)overty deflnltlons 
I--- 

t3C)f)eratwnal concerns 

Po+orly Ihrusholds~f~ov~?rly measurement 
IO 

o: Other new cateqories of concern regard 

~ --the impact of chanqinq statistical definitions on 
political perceptions of who should be helped, 

~ --the insensitivity of the indicators to the effects of 
I proqrams that may increase the well-beinq of the very poor 

without raising them over the poverty threshold, and 

I --various problems (such as reader confusion) resultinq 
from chanqinq definitions or the use of different 
definitions in different reports. 

17 



SOLUTIONS DISCUSSED 

A substantial portion of conference discussions centered on 
~ possible solutions to perceived measurement problems--i.e., 
~ answers to the concerns about the Bureau's methods outlined in the 
~ foreqoinq subsection. 

r)iscussion of possible solutions tended to cluster around 
four of the Bureau's suqqested five "discussion points": 

--various aspects of counting medical benefits (i.e., 
the inclusion of medical expenditures or benefits in income 
and poverty definitions, the use of the medical insurance 
concept, and the inclusion of institutional medical 
benefits), 

--whether to count employer benefits, 

--the treatment of taxes, and 

--use of the poverty budqet shares method. 

) A fifth area in which solutions were discussed regards 
comparability of poverty thresholds with income definitions that 

~ include noncash benefits. In each of these areas, many different 
opinions were expressed. 

Countinq medical benefits (income and poverty 
definition) 

o Suggested new solutions in this area included 

--exclude all medical benefits from income and subtract 

I 
out-of-pocket expenditures (Ellwood & Summers paper); 

--exclude catastrophic medical expenditures but include 
“normal care" (discussion qroup 3); , 

--create a two-gate poverty definition (i.e., a person 
would be considered poor (a) whose income fell below a 
poverty threshold for nonmedical needs or (b) who lacked 
health insurance coveraqe or other resources to provide for 
medical needs; the Aaron-Burtless sugqestion); 

A 

--match medical benefit values that the Bureau adds to 
income with corresponding values added to poverty thresholds 
separately for each risk qroup (e.q., elderly and 
nonelderly; discussion sroups 2 and 5). 

0 Various objections to these remedies were expressed. For 
example, excluding all medical expenditures ignores the fact 
that a healthy person with a medical insurance policy has an 
increased sense of security and well-beinq relative to a 
similar person who lacks coverage for medical care. 

18 



Countinq medical benefits (insurance concept) 

0 An alternative solution was suggested in terms of procedures 
used to operationalize the insurance concept for medical 
~henefits: [Jse a very broad risk pool, based on type of 
'coveraqe only, so that the same value of medical benefits 
would be assiqned to all beneficiaries. (Al Rees, group 2). 

0 A similar alternative would be to extend the "risk pool" to 
include all persons who might qualify if a need arose 
(extreme medical need or extremely reduced circumstances; 
qroup 4). 

0 Yet another version involved including as beneficiaries 
other-qeneration relatives of the direct recipient who do not 
live in the same household (qroup 4). 

0 Broad risk-pool approaches were criticized because (1) they 
assign values for medical benefits to persons who have 
little chance to benefit durinq the period for which income 
is measured (the year) or (2) they assign values to persons 

'outside the income-accounting unit or (3) they do not 
account for real differences in the value of insurance to 
persons in different risk groups. 

Countinq medical benefits (institutional 
benefits) 

o ISince institutionalized persons are not included in the 
Rureau's count of the poor, it was suggested that it may be 
more appropriate to omit institutionalized benefits from the 
medical valuation. 

0 ~A diverqent view was that countinq such benefits is not 
~inconsistent with the insurance concept. 

o iYet another view was that qiven the l-year accounting 
iperiod, inclusion of institutionalized benefits for 
surveyed persons involves an inconsistently long-ranqe 
(timeframe. 

Counting employer benefits 

0 Concerns about countinq only a subset of noncash benefits 
(i.e., qovernment benefits for low-income persons) and 
resultinq distortions of comparisons across the income 
distribution prompted the Bureau's efforts to value 
employer benefits. 

0 In principle, participants did not disagree with countinq 
employer benefits as income. 

4 

0 However, a wide variety of employer benefits exist and 
it may not be feasible to measure all or most of these. 

19 



One suggestion was to assign priority to the employer 
benefits that correspond most directly to government 
benefits that are counted. 

~ 0 Another opinion was that if the primary concern is to 
measure poverty, costs of measuring employer benefits may 
outweiyh qains. 

1Jsing the poverty budqet shares method 

o The poverty budget shares method assiqns upper dollar limits or 
"caps" to benefit values, based on current poverty thresholds 
and expenditures by families at or near the poverty line. 

o Concerns about limitations of the poverty budqet share 
method prompted suqqestions that its use be discontinued. 

0 A divergent view was that despite its limitations, the poverty 
budget share method is the only method that is consistent with 
the present poverty threshold and, thus, is the only 
justifiable method-- unless the threshold can be changed. 

~ Treatment of taxes 
I 
I 0 There appeared to be agreement that the definition of income 
I should not ignore taxes; however, participants did not agree on 
I how taxes should be considered or treated. 

I 0 Extensive discussion of the treatment of taxes focused on the 
appropriateness of including or excluding various 
taxes-- federal, state, local, property, payroll, sales, and 
capital gains taxes. 

0 Based on maintaininq consistency with other aspects of the 
income definition or on avoiding the subtraction of taxes that 
are not measured as income, diverse views were expressed 
reqarding sales taxes, property taxes, payroll taxes, and 

, federal, state, and local income taxes. 

i 0 rJsinq the example of state and local taxes, 

--one view was that state and local taxes should be 
subtracted to yield income available for consumption; 

--a divergent view was that state and local taxes should 
not be subtracted from income unless state and local noncash 
benefits are added in. 

Revising poverty thresholds to include 
noncash benefits 

0 Conference participants appeared to agree that poverty 
thresholds and income definitions should be consistent. 



0 One view was that poverty thresholds should now be recalculated 
using data that are relatively current. 

--current data on noncash benefits are needed to reflect 
current norms and programs (e.g., current norms for medical 
care have led to the creation of large noncash medical 
benefits). 

--current data are also needed because in the earlier era, some 
benefits (e.g., medical benefits to the poor and uninsured) 
were "hidden" in state programs, local public hospitals, and 
various charity efforts. 

0 4 divergent view was that recalculation of the poverty 
threshold to include noncash benefits should be conducted using 
data from the 1955-60 era (the thresholds have since been 
updated via the consumer price index, but have not been subject 
to major revision). 

--this would preserve the definition of poverty used by the 
Bureau since the 1960's as an "absolute" definition. 

--since few noncash benefits were available during the 1950's, 
the recalculation would make little difference in the 
threshold levels. 

Other solutions discussed 

0 Other potential solutions suggested and discussed include 

--valuing benefits: use government cost ("prudent purchaser" 
price) and treat all means-tested benefits as insurance 
policies; . 

~ --income definitions: count imputed rent for owner-occupied 
housing, count energy assistance, deduct interest paid, 
account for savings and dissavings, lengthen the 
income-accounting period, and use simulation methods to 
estimate taxes paid; 

--poverty definitions and thresholds: calculate poverty 
rates on a longer term. 

M@ASUREMENT PRINCIPLES 

Conference discussions that addressed concerns and possible 
solutions included explicit or implicit reference to four key 
principles for decisions about how to measure noncash benefits, 
income, and poverty. 

Consistency 

o Components used in measuring poverty should be consistent. 

21 



0 For example, poverty thresholds should be consistent with 
income definitions; taxes subtracted should be consistent with 
taxable income counted. 

Validity 

0 Components used in the measurement of poverty should be valid, 
such that the procedures adequately reflect the principles upon 
which they are based. 

0 For example, the operationalization of the recipient value 
.A; 

method developed by the Bureau of the Census (i.e., "normal 
expenditures approach") is a oor proxy for the theoretical 

E7 notion of the recipient's own va uation or utility. 

Completeness 

0 Components used in the measurement of poverty should not omit 
important elements. 

0 For example , proposed alternative definitions are incomplete in 
the sense that only selected noncash benefits have been 
considered for inclusion. 

Equity and fairness 

0 Components used in the measurement of poverty (e.g., the income 
distribution) should be fair in that either they account for 
all persons and all benefits or appropriate principles are 
used to define a subset of persons or benefits. 

0 For example, a proposed change to the official definition of 
income used in the measurement of poverty involves the 
inclusion of noncash benefits to only the poor and not the near 
poor or nonpoor. If all benefits cannot be included, then 
appropriate principles such as "fungibility" would be necessary 
to ensure fairness. (A noncash benefit such as health 
insurance would be considered fungible if it freed up resources 
that recipients could then use for other purposes.) 

SUGGESTIONS FOR FUTURE RESEARCH 

Conference participants provided an abundance of suggestions 
and recommendations of issues for future research. Those 
identified by three or more conference participants are outlined 
below. 

Valuation methods 

1. Improve all the valuation methods, concentratinq 
especially on (a) negative housing subsidy values and 
(b) selection bias. 
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2. 

3. 

Income 

1. 

2. 

3. 

4. 

Explore alternative medical benefit value definitions and 
approaches. 

Explore valuing employer benefits and fringe benefits to 
the poor and nonpoor. 

Produce pretax, pretransfer estimates as well as posttax, 
posttransfer estimates. 

Estimate the impact of underreporting of income on the 
poverty index. 

Investigate the effect of using alternative accounting 
periods. 

Reexamine imputation and editing procedures. 

Poverty definitions 

~ 1. Explore alternative definitions and conceptualizations 
of poverty. 

Pov(erty thresholds 

1. Explore changing the threshold to be consistent with the 
income definition being used. 

2. Reestimate the number of persons in poverty using a 
low-income consumer price index adjustment. 

23 



3. CONSIDERATIONS AFFECTING THE 
USE OF CONFERENCE DISCUSSIONS 

Remaining questions from the committee: 

Question 2. Were the presentations technically sound? 

Question 3. Is further study needed on any of the issues? 

Ouestion 4. Are there other important issues? 

Additional subauestions: 

Who attended the conference? 

What were the opportunities for preparation 
and for participation? 

Who were the major participants? 

How wide was the diversity of opinion? 



In this section, we hiqhlight considerations affecting the 
use of conference discussions. The committee asked us to answer 
the following questions relating to use: 

Question 2. Were the presentations technically adequate? 

Questions 3 and 4. Is further study needed on any of the 
issues? Are there other important 
issues? 

'We answer question 2 on the basis of our analyses of the 
papers presented at the conference. We believe the answers to 
questions 3 and 4 depend, in part, on the following two issues and 
related subquestions: 

0 The breadth and depth of the conference discussions that 
qenerated the specific issues reported in the previous 
section. Three subquestions relate to this issue: 

--Who attended the conference? 

--What opportunities were there for preparation and 
participation? 

--Who were the major participants? 

0 Whether a diversity of opinion or consensus exists with 
respect to relevant issue areas. This is informed by 

--How wide was the diversity of views? 

Below, we address each question in turn. 

T$CHNICAI, ADEQ[JACY OF THE CONFERENCE PRESENTATIONS 

0 The committee’s second question concerned the technical 
adequacy of the presentations. Given the topics assigned to 
the paners' authors by the Bureau of the Census, we expected 
that the formal presentations and accompanying papers would 
include substantial new empirical analyses. Therefore, we 
intended our technical assessment to focus on the 
appropriateness and technical adequacy of the research 
procedures used by the authors in their assessments (i.e., the 
research design, sampling scheme, 
and statistical procedures). 

the data collection methods, 

0 The formal presentations, however, were focused primarily on 
conceptual issues. While some results from empirical analyses 
were presented to illustrate an author's point, authors relied 
on previously published estimates (principally from the Census 
Bureau), and these analyses were not the main focus of the 
papers. Further, when evidence was presented, there was 
insufficient detailed description of the research procedures to 
allow a thorouqh technical assessment. 
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Q Therefore, our review focused on a less technical aspect of,the 
adequacy of the presentations. We examined whether the 
authors addressed the topics assigned by the Census Bureau 
(see anpendix III for a complete listing of the topics 
assigned by the Bureau for each paper). The following is a 
short summarv of the topical coverage of the presented papers, 
principal conclusions reached by the authors, and basis for 
these conclusions. 

Paper I on statistical definition of income 

0 The first paper was supposed to address issues related to the 
statistical definition of income. The authors (Ellwood and 
Summers) covered the Bureau's topical areas, concluding that 
the current income definition should be altered. 

0 They used two conceptual criteria to quide their conclusions 
on which noncash benefits should be included in the definition 
of income. In their opinion, a benefit ought to be included if 
it (1) provides for immediate material consumption or (2) 
frees up resources that then become available for material 
consumption (fungibility). 

0 Given these criteria, they suqqested omitting taxes from 
income, addinq nonmedical in-kind benefits for the poor, and 
omittinq medical costs. They did not endorse the inclusion of 
income from capital and durable goods, pension income, or 
values for owner-occupied housing. 

0 No empirical data were presented to show how the poverty rate 
would be affected by alternative definitions of income. 

aper II on methods of measurinq 
oncash benefits 

The second paper was to be devoted to assessinq methods of 
measuring noncash benefits. The author (Chiswick) covered most 
of the assigned topics with the major exception of discussinq 
methods for valuing noncash benefits other than those of the 
Census Bureau. 

He examined the three approaches currently used to value 
noncash benefits (i.e., market value, recipient value, and 
poverty budget share) using a mixture of conceptual and 
operational considerations. He concluded that althouqh not 
perfect, the market value estimates are "conceptually most 
sound." He argued that the recipient value approach is 
flawed because it bases the assignment of noncash benefit 
values to proqram participants on information obtained from 
nonparticipants and iqnores possible differences between the 
qroups. He further concluded that the poverty budqet shares 
approach is "conceptually groundless" and should be discarded. 

No new empirical analysis of the issues was provided. 
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Paper III on statistical comparability 
usinq alternative methodoloqles 

0 The third paper was supposed to focus on the statistical 
comparability of poverty and income measures when alternative 
methodoloqies are used. The author (Ward) concentrated on a 
subset of issues assigned by the Bureau. 

0 He concluded that the current poverty statistic does not always 
do a good job of monitoring society's progress in eliminating 
deprivation but that problems of comparability should not deter 
nroper accountinq of noncash benefits. 

0 The author's arquments were larqely conceptual, but he did 
illustrate his position with an empirical demonstration. 

Paper IV on the use of povertv statistics 
in federal laws 

0 The Bureau asked the authors (Hanushek and Williams) to 
discuss the use of poverty statistics in federal laws. The 
authors covered all of the issues prescribed by the Bureau. 

0 They concluded that to the extent noncash programs vary across 
areas solely because of cost differences, the inclusion 
of noncash benefits in determining federal resource allocation 
would tend to penalize individuals living in high-cost areas. 
They also arqued that areas providing more benefits for 
low-income residents would be penalized by the inclusion of 
noncash benefits to the extent that federal dollars flowing 
into the area were reduced by such an alteration. 

0 The authors made their points mostly on conceptual grounds, but 
they included some empirical work to illustrate them. 

0~ In summary, the papers generally covered the topics assigned 
by the Rureau. 

--In qeneral, the invited papers seemed to present logical 
arquments and reasonably balanced summaries of issues. 

--The arquments for the authors' positions on the major issues 
were qenerally made on conceptual grounds. 

--Conceptual arguments are important. Rut in light of the 
numerous calls at the conference for research on major 
technical issues, alonq with the similar calls we made in 
testimony prior to the conference, it is not obvious why a 
qreater emphasis on new empirical analysis was not stressed, 
either by the authors or by the Bureau in its original 
charqe to the authors it selected. This is especially 
reqrettable in that it was the only opportunity at the 
conference to empirically reduce some of the uncertainties 
surrounding these major technical issues. 

27 



. 

THE MEED FOR FURTHER STUDY AND NONCOVERAGE 
OF ISSDFS . 

To answer questions about the need for further study and 
noncoverage of issues, we compare concerns about the Bureau's 
'methods that were raised at the conference to concerns that have 
been previously listed. 

0 A total of 66 measurement concerns have been identified to 
date, includinq (a) the 52 concerns we listed earlier (see 
appendix II) and (b) the 14 new measurement concerns raised at .' 
the conference. 

0 Of these 66 concerns, 13 were not covered at the 
conference. (See fiqure 3.) 

0 Noncoveraqe of concerns occurred primarily in the area of 
valuation methods--i.e., 11 out of 13 noncovered concerns 
pertained to valuation methods. 

~0 For specific concerns that were not covered, see appendix IT. 'I 
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. Fl~ure $: Measurement Concerns: Nol Covered, Covered, and Newly Raised at the Conference 

10 15 

TohI. 10 
NOI Cowred: 3 

Total: 12 
No1 Cownd: 0 

Total: 10 
Not Cowrod: 0 

Total: 18 
Not Covered: 6 

Total: 7 
Not COvered: 1 

Total: 2 
Not Covered: 1 

Total: 5 
Nol Covered 2 

Total. 1 
Nol Cowred~ 0 

Total: 1 
Not Cowred: 0 

20 -J-w 
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WHO ATTENDED THE CONFERENCF 

' 0 Of the 21)l persons invited to the conference, 104 persons 
attended (52 percent). Of those attending the conference, 

--44 percent were nongovernment researchers, 

--17 percent were from the Bureau of the Census, 

--14 percent were from executive agencies, 

--12 percent were congressional staff, and 

--11 percent were from other groups interested in the 
measurement of noncash benefits. (See table 1.) 

Table 1 

Invitees and Attendees by Organization 
and Expertise Group (Proportion) 

Organization 
~ Census Bureau 

Nongovernment research 
Congress 
Executive agency 
Othera 

Total 

~xy~us'e~~~~~iT,e 
~ Noncash benefits in qeneral 

Specialists 
Federal laws 
Statistical definition of income 

and poverty 
Poverty among minorities 
General economics and demography 

Total 

Invitees 

21 (0.10) 
89 (0.44) 
40 (0.20) 
24 (0.12) 
27 (0.13) 

201 

C 

C 

201 

Attendees 

18 (0.17) 
46 (0.44) 
11 (0.11) 
15 (0.14) 
14 (0.13) 

8 (0.08) 
17 (0.16) 
20 (0.19) 
11 (0.11) 
25 (0.24) 

7 (0.07) 
16 (0.15) 

104b 

laIncludes representatives of state and local governments, 
advocacy groups, and other organizations. 

bThis number includes 4 substitutes and does not include the 
4 GAO staff members who attended the conference. 

cThe area of expertise of some invitees who did not attend is 
unknown. 
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o The distribution of attendees was approximately the same as the 
distribution of invitees. 

0 Approximately 60 percent of conference attendees are identified 
as economists (by job title or by membership in the American 
Economics Association). 

0 Given the Bureau's classification of the invitees' areas of 
expertise, persons attending the conference represented general 
technical expertise in the noncash benefits area and in the 
definition of income and poverty; there were also various 
specialists in particular noncash benefits such as housing, 
persons knowledqeable about poverty amonq minority groups, and 
persons knowledqeahle about federal laws related to income and 
poverty statistics. 

OPPORTUNITIES FOR PREPARATION AND PARTICIPATION 

Opportunities to prepare for conference discussions 

0 Opportunities for most attendees to review invited papers and 
~ to prepare for conference discussions were limited. 

~ --The four papers presented at the conference were distributed 
when conference attendees arrived in Williamsburg; this 
limited the time attendees had to review these documents. 

--The five specific "discussion points" were given to 
participants upon reqistration in Williamsburg. 

' --The two points to be discussed in each of the assigned 
qroups were announced shortly before the groups were 
convened. (Participants were not qiven a choice of which 

I qroup to attend.) 

gdoortunities to participate 

The conference sessions and times on the official agenda 
1 indicated that participants would spend 

1 --half the time listening to presentations by Bureau staff and 
I invited speakers and 

--half the time in sessions that allowed some participant 
discussion. 

0 The sessions that allowed invitees some opportunity to 
participate included 

--five concurrent qroup discussions (planned for 210 
minutes each, or a total of 1050 minutes) and 

--an open-mike plenary session (planned for 120 minutes). 
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0 If the time allocated for sessions that allowed participants 
the chance to contribute had been equally distributed across ' 
all narticipants, each participant would have had about 11 
minutes to speak. 

0 If the time available for the small group discussions (totaled 
across all five groups, 5 x 210 minutes) had been equally 
distributed across all conference participants, each 
participant would have had roughly 10 minutes to speak. (These 
sessions were planned and led by the Bureau.) 

0 ‘Cf the "open-mike" time were divided equally among attendees, 
each could have spoken for a little more than 1 minute. (This 
session was desiqned to be open to the participants, with no 
interference or quidance from the Bureau.) 

0 There was, in addition, time desiqnated for informal discussion 
durinq breaks, meals, and "mixers." 

WHO THE MAJOR PARTICIPANTS WERE 

0: We define "major participants" to include 

SW I invited plenary session speakers (6 authors and presenters, 
8 discussants, and 3 speakers who represented the Rureau); 

~ --participants each of whom contributed more than 10 percent 
of the remarks in their discussion qroup (more than 20 
minutes, on the average); 

--rapporteurs who summarized the five qroup discussions in the 
wrap-up plenary session; and 

--all speakers in the "open-mike" portion of the wrap-up 
plenary session. 

4 Some persons qualified as maior participants in more than one 
of these cateqories. Net major participants were therefore 
defined as persons who qualified in one or more categories. 
There is no double-countinq of persons who, e.q., presented an 
invited paper and also spoke in the "open-mike" session. 

(J Minor participants in the small-qroup discussions are defined 
~ as persons who contributed less than 10 percent of the remarks 
~ in their groups but did make some contribution to the 
~ discussion. 

4 Nonparticipants in the small-qrouo discussions attended but 
made no substantive remarks. 

Who were the desiqnated plenary session speakers and rapporteurs? 

0 Of the 18 designated plenary session speakers, 13 (72 percent) 
were nonsovernment researchers, 4 (22 percent) were Census 
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Bureau persons, and 1 (6 percent) was a congressional 
representative. (See table 2.) 

0 All the presenters of papers and discussants (14 of the plenary 
speakers) were economists. 

o Pive additional persons, designated group-discussion 
"rapporteurs," summarized group discussions in the final 
plenary session. 

0 Three of the S rapporteurs were nongovernment researchers; 2 
represented executive agencies. 

Table 2 

nesianated Plenary Session Speakers and Rapporteurs 
bv Oraanization and Expertise Group (Proportion) 

Attendees 

Organization 
Cbnsus Rureau 
Nongovernment research 
Congress 
Executive agency 
Othera 

Total 

Expertise group 
Rureau executive 
N ncash benefits in 

general 
S ecialists 

r 
F deral laws 
S atistical definition 

iof income and poverty 
Pbverty among 

~minorities 
General economics and 

demography 

Total 

aIncludes representatives 

18 (0.17) 
46 (0.44) 
11 (0.11) 
15 (0.14) 
14 (0.13) 

104b 

8 (0.08) 

17 (0.16) 
20 (0.19) 
11 (0.11) 

25 (0.24) 

7 (0.07) 

16 (0.15) 

104b 

of state and 

Designated 
plenary 
speaker 

4 (0.22) 
13 (0.72) 

1 (0.06) 
0 
0 - 

18 

3 (0.17) 

5 (0.25) 
1 (0.06) 
3 (0.17) 

4 (0.22) 

0 

2 (0.11) - 

18 

Rapporteurs 

0 
3 (0.60) 
0 
2 (0.40) 
0 - 

5 

0 

1 (0.20) 
2 (0.40) 
0 

1 (0.20) 

0 

1 (0.20) 

5 

local governments, 
advocacv groups, and other organizations. 

bTh!is number does not include the 4 GAO staff members who attended 
the conference. 
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Who were the major participants 
In the small qroup discussions? 

There were 13 major speakers in the small qroup discussions. 

These 13 participants (2 or 3 per group) accounted for over 40 
percent of the remarks made in the qroup discussions. 

Group leaders from the Bureau and nonqovernment researchers 
accounted for 76 percent of the 13 major participants in the 
small groups, while executive agency attendees accounted for 
the remaininq 23 percent of the major participants. (See 
table 3.) 

MO congressional or "other orqanization" attendees were major 
participants in the small groups. 

flighty-five percent of the major participants in the small 
group discussions were experts from the areas of noncash 
benefits in qeneral and the statistical definition of income. 
(See table 3.) 

6' 
For experts in the areas of federal laws, poverty among 
minorities, qeneral economics and demoqraphy, and specialists " 
in particular noncash benefits (such as Medicaid and housing), 

--major participation in the qroup discussions was lower 
than would be expected on the basis of attendance, 

--8 percent of the major small-group discussants were members 
of these expertise groups, and 

--81 percent of those who did not participate in the small group 
discussions were members of these expertise groups. "1 .d,: 

Seventy-four attendees can be considered "minor" participants 
in the group discussions. 

Eleven persons who attended group sessions were 
nonparticipants. 
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Table 3 

Level of Participation in the Discussion Groups 
by Orqanization and Expertise Group (Prooortion) 

Attendees 
Group discussionsa 

Major Minor None 

Organization 
Census Bureau 
Nonqovernment 

research 
Congress 
Executive agencv 
Otherb 

Total 

Flxpertise qrouo 
Pureau executive 
h?oncash benefits 

in qeneral 
fipecialists 
Pederal laws 
Gtatistical 

definition oE 
income and 
paver ty 

Poverty among 
minorties 

General economics 
and poverty 

Total 

18 (0.17) 

46 (0.44) 5 (9.38) 
11 (0.11) 0 
15 (0.14) 3 (0.23) 
14 (0.13) 0 

104c 13 

8 (0.08) 

17 (0.16) 
20 (0.19) 
11 (0.11) 

2S (0.24) 

5 (0.38) 

1 (0.08) 

7 (0.54) 
1 (0.08) 
0 

4 (0.31) 

0 

0 - 

13 

6 (0.08) 

36 (0.49) 
9 (0.12) 

12 (0.16) 
11 (0.15) - 

74 

1 (0.01) 

10 (0.14) 
18 (0.24) 

7 (0.09) 

21 (0.28) 

5 (0.07) 

12 (0.16) - 

74 

3 (0.27) 

3 (0.27) 
2 (0.18) 

ii (0.18) - 

11 

2 (0.18) 

0 
1 (0.09) 
4 (0.36) 

0 

2 (0.18) 

2 (0.18) - 

11 

aS/i.x Dersons who attended the conference did not attend the 
qtoup discussions. 

I'Includes representatives of state and local governments, 
advocacy uroups, and other orqanizations. 

cThis numher does not include the 4 GAO staff members who attended 
the conference. 
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Who were the speakers in the "open-mike" 
Plenary session? 

0 Twenty persons participated in the open session on the last day 
of the conference. 

0~ Of the open-session speakers 

0-40 percent were from nongovernment research, 

--30 percent were from "other organizations" (state 
government, advocacy groups, etc.), 

--1S percent were congressional staff, 

--10 percent were from executive agencies, and 

--5 percent were from the Census Qureau. (See table 4.) 

0: Relative to the proportion of attendees from each of the 
groups, representatives from "other organizations" were more 
likely to participate in the open session. (See table 4.) 

0~ Fifty percent of the open discussion speakers were persons with 
expertise in the areas of federal laws and poverty among 
minorities and specialists in noncash benefits. (See table 4.) 
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Table 4 

Speakers in the "Open-Mike" Plenary Session 
A y Orqanization and Fxnertise Group 

(Proportion) 

OrQanization 
Census Bureau 
rlonqovernment research 
Conqress 
Rxecut ive agency 
Othera 

Total 

Expertise Croups 
Ijureau executive 
Voncash benefits in general 
$pecialists 

4 
ederal. laws 
tatistical definition of income 

~ and poverty 
Toverty amonq minorities 
cCenera1 economics and demography 

Total 

Attendees 

8 (0.08) 
17 (0.16) 
21) (0.19) 
11 (0.11) 

25 (0.24) 
7 (0.07) 

16 (0.15) 

104b 

Open session 

1 (0.0s) 
8 (0.40) 
3 (0.15) 
2 (0.10) 
6 (0.30) - 

20 

0 
4 (0.20) 
5 (0.25) 
3 (0.15; 

6 (0.30) 
2 (0.10) 
0 - 

20 

alfjcludes representatives of state and local qovernments, 
artvocacy qroups, and other orqanizations. 

hThis number does not include the 4 GAO staff members who attended 
ttie conference. 
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Overall, who were the major participants? 

0 Overall, 45 persons met one or more of the major 
participation criteria stated above. We considered these 
persons to be major contributors to the conference discussions. 

(3 Of the 45 (net) major participants, 

--49 percent were nongovernment researchers, 

--18 percent were Census Rureau persons, 

--13 percent were representatives of other organizations, 

--13 percent were executive agency attendees, and 

--7 percent were congressional attendees. 

0 Experts from the areas of qeneral noncash benefits and the 
statistical definition of income had a higher rate of 
participation than would be expected if all individual 
attendees had participated equallv. (See table 5.) 

” Participation by members of these two groups accounts for 53 
percent of the net major participants at the conference. 

o Only 4 percent of the major participants were persons 
I knowledgeable about poverty amonq minorities; this is fairly 

consistent with the relatively small number of such persons 
attendinq the conference (7 percent of all attendees). 
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Table 5 

Net Participation by Orqanization 
and Expertise Group (Proportion) 

Orqanization 
Census FIureau 
Nongovernment research 
Conqress 
Executive aqency 
Othera 

Total 

Expertise group 
r3ureau executive 
?$oncash benefits in general 
$pecialists 
tfederal laws 
$tatistical definition of income 
~ and poverty 
Poverty among minorities 
General economics and demography 

Total 

alncludes representatives of state 1- 

Attendees 

18 (0.17) 
46 (0.44) 
11 (0.11) 
15 (0.14) 
14 (0.13) 

lr)4b 

8 (0.08) 
17 (0.16) 
20 (0.19) 
11 (0.11) 

25 (0.24) 
7 (0.07) 

16 (0.15) 

104b 

Net major 
speakers 

8 (0.18) 
22 (0.49) 

3 (0.07) 
6 (0.13) 
6 (0.13) - 

45 

4 (0.09) 
10 (0.22) 

7 (0.16) 
5 (0.11) 

14 (0.31) 
2 (0.04) 
3 (0.07) - 

45 

and local qovernments, 
groups, and other orqanizations. 

is number does not include the 4 GAO staff members who attended 
conference. 

39 



HOW WIDE THE DIVERSITY OF OPINION WAS 

0 Because of the uneven levels of participation noted above, 
conference discussions may underrepresent the views of some 
concerned qroups. Therefore, the full potential range of 
relevant opinion may not have been expressed at the conference. 

0 The breadth of issues raised and opinions expressed in 
conference discussions represents a lower bound on the 
diversity of views that may actually exist. 

0 Conference participants seemed to use qeneral principles to 
support their arguments on how to measure noncash benefits, 
income, and poverty. These included 

--consistency 

--validity 

--completeness 

--esuity and fairness. 
I 

~0 There was also apparent agreement (or at least a lack of 
disagreement) on four very general points: 

1. In principle, taxes should be subtracted from measured 
income. 

7 I. In principle, employer benefits should be added to income. 

I 3. Poverty thresholds and income definitions should be 
consistent. *. '1'. 

4. Questions of whether and how to count medical benefits are ': 
very important, since potential distortions are large. 

‘0 The degree of diversity of opinion varied for specific 
sugqestions on what benefits to include as income and how to 
value those benefits. Although formal votes were not taken, it 
appeared that virtually no specific suggestion raised at the 
conference was unanimously supported. 

l 

Numerous examples of 
diversity of opinion include differences on 

--which kinds of taxes should be subtracted from income, i..j+ 

--the relative costs and benefits of measuring employer 
benefits, 

--what data should be used to revise poverty thresholds to 
include noncash benefits, and 

--the appropriate approach to dealinq with medical 
benefits. 
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See the discussion of "solutions discussed" in section 2 for 
information on diversity of opinion on specific suqgestions for 
chanqes in procedures. 
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4. GAO CONCLUSIONS 



The Rureau's stated purposes in conveninq the conference were 
to assemble a representative group of (technical and nontechnical) 
persons with a strong interest in income and poverty data, to 
inform them of the Bureau's methods, and to seek their advice on 
the best ways of measuring the recipiency and value of noncash 
benefits (Keane, April 1985). The Bureau's October 31 testimony 
before the Subcommittee on Census and Population indicated that 
one of the primary goals for the conference was to achieve 
consensus on key issues or to receive guidance on measurement and 
research policy in the areas of noncash benefits, income, and 
poverty. 

The conference was successful in expanding the breadth and 
depth of issue discussion in the area of noncash benefits, income, 
and poverty measurement. In addition to covering the majority of 
concerns previously raised about the Bureau's methods, conference 
participants voiced a number of new concerns. Participants also 
suqqested a number of specific new solutions to measurement 
problems. Conference discussions revealed four measurement 
pri,nciplea that participants frequently used to support their 
poi;nts. 

The conference discussions qenerally represent the views of 
economists, who constituted 60 percent of those attending and all 
the invited authors and discussants. The conference discussions 
also emphasize the views of technical qeneralists and persons with 
expertise in the definition of income rather than specialists or 
persons knowledgeable about poverty among minorities or federal 
laws. Clearly, the conference provides a good deal of in-depth 
information on economists' and general technical experts' views on 
issues identified by the Rureau and in previous literature. 

Certain other groups present at the conference were 
represented by fewer persons or were less likely to contribute to 
the discussion. The opportunities for discussion of issues other 
thdn those specified by the Bureau were limited. Opportunities 
for participants to prepare for issue discussion were limited. 
Thq conference discussions may not be representative of all 
concerned groups and perspectives. Thus, the full spectrum of 
coricerns, solutions, 
represented. 

and opinions may not have been fully 
A 

Taken alone, input from the conference (1) can provide 
useful but limited input to the planning of future research 
directions and (2) is not sufficient to uuide policy on what 
should be included in income and how poverty should be measured. 
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WILLIAM D. FORD, 
WluAN p4u.J cur. ul8Eoua 
IA7mclA 8cMmotll cowwD0 
P%PMtN A liouIT WW VCJNI 
I ltMoMcl&ntwYm 
MamY LtiAm. lwA8 
WI VATNON. mNNmLVANlA 
mAKvno8toAIM.oNm 
OtRRV tIKOKtKl. WNWKSTA 
fMKYLMXMMM.NtWVocrC 
YtKWN Y. -V. C- 
noNIIwao.vlmlNI8LAND8 
wMl81.UOA&- 

MICHIGAN, CHAIRMAN 
ORI 1AYL.W MH8OWl 
8-N A OKMAN. NW VOW 
cNAmt8 PMNAVAN. JR. CAuMmu 

!!its%z*= 
WNYOUNO,~ 
JAW8V.HAN88N.UlAN 
tw4wKToN.wac*rr* j@m$t of #eprebentatibes’ 

Committee on #!lomrt QPffite 
anb &ibil %Cerbfce 
19ai@ington, BU 20515 

October 16, 1985 

Honorable Charles A. Bowsher 
Comptroller General 
U.S. General Accounting Office 
Washington, D.C. 20548 

Dear Mr. Bowaher: 

During the past year, the House Subcommittee on Census and Population 
has devoted considerable attention to monitoring the Census Bureau’8 
review and re-evaluation of the poverty index. On December 12-15, the 
Census Bureau plan8 to hold a conference on issues surrounding the 
valuation of noncash benefits. For a variety of reasons this is an 
important conference. A8 such, the Subcommittee would like to request 
that the Program Evaluation and Methodology Division conduct, in addition 
to its current work on methods for evaluating poverty indicators, an 
assessment of this conference. 

In particular, the Subcommittee would like to know: 

(a) What issues were addressed in the formal and informal 
sessions? 

(b) Were the presentations technically sound? 

(c) Is further study needed In any of the issues that were 
investigated? 

(d) Are there other important issues that were not addressed 
at the conference? 

To facilitate your assessment, the Subcomrmittee requested the Census 
Bureau to have a verbatim transcript prepared. We realize that you will 
need to arrange for two of your project staff members to be at the 
conference to monitor the activities that transpire. We will inform the 
Bureau of the Census of the need to make this arrangement. 
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APPENDIY I * APPENDIX I 

Mr. Charles Bowsher 
October 16, 1985 
Page Two 

The Subcommittee has been working closely with the Bureau of the 
Census and other organizations In an effort to understand the strengths 
aad weaknesses of methods for valuing noncash benefits. It would, 
therefore, be helpful to have a briefing on your assessment of this 
conference, and to receive the findings of your full review as soon as 
possible. 

If you have any questions, please call Lillian Fernandez, 
subcommittee staff director, on 226-7523. 

C+mittee on Post Office 
iand Civil Service 

. 

&?4 

Robert Garcia 
Chairman 
Subcommittee on Census 

and Population 

Xember 



APPENDIX IT APPENDIX II 

Coveraaea 

c 

C 

c 

NC 

c 

c 
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FIFTY-TWO CONCERNS ABOUT THE BUREAU'S 

METHODS, GAO TESTIMONY, OCTOBER 31, 1985 

A. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

Conceptual concerns 

Market value method overvalues benefit worth, 
especially medical benefits for the elderly 

Medical market values for the elderlv “eliminate” 
the elderly from counts of the poor in some 
states 

Market value method lacks "caps" (limits) for 
need/benefit categories (especially medical) 

Recipient value method undervalues transfers 
relative to earned income 

Recipient value method overestimates benefit 
worth because normal expenditures are calculated 
at a resource level that equals money income plus 
the market value of all types of noncash 
transfers 

Poverty budget share captures the "substitution" 
effect but not the "income" effect of in-kind 
benefits 

Public or government noncash benefits should or 
should not be included in official definitions of 
income 

Private noncash benefits should or should not be 
included in official definitions of income 

Calculation of income should be on a pretax (vs. 
posttax) basis 

Medicaid expenditures for institutionalized 
populations should or should not be included in 
the income of the noninstitutionalized 

Absolute definition of poverty ignores the 
well-being of poor relative to national norms 

Poverty thresholds should be consistent with 
income definitions 

Current food-to-income "multiplier" is not 
appropriate when noncash benefits are included in 
income definitions 

w = covered; NC = not covered. 
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Coveraqea Conceptual concerns 

C 

~I: 

C 

C 

C 

:C 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

Consumer price index does not adequately reflect 
chanqes in cost-of-livinq for the average 
low-income person 

Changes in medical costs may be independent of 
chanqes in services 

Assets are not included in official definitions 
of income 

Adjustments for work expenses, leisure, etc. are 
not included in official definitions of income 

Lifetime income should or should not be a basis 
for official income definitions 

Current definition of poverty ignores other 
conceptualizations (consumption, subjective, 
sociocultural) 

A single national threshold may be less 
appropriate than a set of separate thresholds for 
qeoqraphic areas 

Medical needs of the elderly should be included 
in threshold for the elderly 

Same valuation methods should be used to (a) 
determine need and (b) value noncash income 

Official minimum-needs standards may be 
inaccurate and out of date 
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Coveragea rj. 

c 1. 

~NC 2. 

C 3. 

C 

C 

~NC 

~ c 

C 

4. 

5. 

6. 

7. 

8. 

9. 

NC 10. 

C 11. 

C 12. 

NC 13. 

C 14. 

NC 15. 

APPENDIX II 

Operational concerns 

Insurance value is used for medical benefits 
(VS. services consumed) 

Medical qoods comparable to Medicare and Medicaid 
are difficult to identify in private market 

Persons categorically eligible but not enrolled 
are not accounted for when the "population at 
risk" is estimated as persons ever enrolled or 
covered under Medicaid 

Normal expenditures are a weak approximation of a 
utility function 

Family (cell) matching procedure used to estimate 
normal expenditures risks selectivity bias 

Constructing an adequate counterfactual group is 
difficult 

Recipient value and normal expenditures method 
assumes that benefits in excess of normal 
expenditures have a value of zero 

Consumer expenditure survey data used for 
recipient values are of poor quality 

1960-61 consumer expenditure survey data used to 
calculate poverty budget share values are out of 
date 

Quantity and quality of available benefit data 
are questionable 

Quality of HCFA Medicaid data is poor 

No adjustment is made for Medicaid benefit 
differences by race or residence 

Private as well as public school children were 
counted in current population survey as 
participants in the hot lunch program 

Income is underreported in the current population m~ 
survey 

Program participation is underreported in the 
current population survey 

W = covered; NC = not covered. 
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Coveragea Operational concerns 

c 

c ~ 

C 

NC 

C 

c 

NC 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

APPENDIX II 

Household (vs. family) should or should not be 
used as income unit 

Multiplier used to calculate threshold may be 
inaccurate under current consumption patterns 

Time period for which income is measured 
(short-term vs. long-term) may affect results 

"Market basket” has been restricted to private 
goods and services 

All persons receiving cash assistance have been 
counted as "recipients" of Medicaid regardless of 
whether they have received benefits or say they 
are covered 

Medical benefits paid to deceased persons are 
included in average benefit value assigned to 
recipients 

Current population survey population coveraqe may 
not be adequate 

For most programs, the current population survey 
data make no distinction between part-year and 
full-year participation 
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Coveragea C. 

NC 1. 

Tic 2. 

C 3. 

C 4. 

C 5. 

~C 6. 

APPENDIX II 

Computational concerns , 
Variance of normal expenditures is suppressed in 
cell-matching approach (limitation of number of 
cells) 

Some regression R2 values are low (e.g., medical 
values for persons under 65 years old, R2 = 0.07) 

Imputation methods-- missing data and benefit 
value-- may not be adequate for poverty population 

Poverty rate ignores the extent of income 
fluctuations around the poverty line 

Average (mean) medical benefit may be less 
appropriate than alternative measures of central 
tendency 

Negative values for housing subsidies were 
assigned a value of zero 

4C = covered; NC = not covered. 
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Statement of Purpose 

One d the most bmportant responsiMbes d the Census Bureau ts the 
cd~~andptbl~tlonofdataonmelncameandpovertystatusd 
theUS populate Thesedataarewdefyregardedasbangarong 
the mOSt useful data av~iabfe to measure the drstnbunon d ~COOME 
well-betng 

Frrxn the begwwwg. Me ~rccnne and poverty data prbWu?d by the 
Census Bureau were based on money 1rcc4-w only Inthepastfew 
years. however analysts have recwnued that the U S popufatron 
re33ves very substantial amounts of howash worne At the dim 
d the U S. Congress the Census Bureau pubkhed In 1982 a techncaf 
paper that, for the purpose of estlmatlng the numter d persons in 
poverty, assigned dollar values to certatn government wncash 
beneftts Because there was no “best” meMod d vdwng be&its. the 
Census Bureau pubkhed rune d&rent e&mate-s based on three 
dlfferent grcupbngs of beneftts and three d&rent l-l&?&s d vaiutmg the 
beneffts 

Although attention has been focused on poverty esbnates, the issue of 
valutng noncash benefits IS Important for all measures d the dstrtbuhon 
of Income. The tmpbtons of adopting revised -dprepanw 
Income and poverty estimates are very great. and it is essenWl that a4 
present and potenttar users 04 Income and poverty data have the 
opportunity to comment and counsel us on ttus tssue 

Thrs conference is devgned to prowde a wrde variety ol academic. 
pnvate sector, and government researchers, as well as refxsentahves 
from puMlc Interest groups and bnterested Congressbnal committees. 
an oppoftunrty to learn abut the issues mvdved and to make Ux3r own 
wews known to the Census Bureau. An outline d the conlererxe wifl be 
presented at our Thursday evemng -on. The Friiy mcmmg 
SeSSlon wll feature presentabons of papers on four pnmafy issues. 
Each paper WIII be formally discussed by two discussants. The 
Friday afternoon sessxx WIII be comprised d ftve corcurrent 
workshops, and a plenary sessron devoted to group dtscusson will be 
held Saturday mormng The descgn was adopted to ensure that all 
conference attendees WIII have an opportunity to express thsr views and 
get those wews Into the record 

BUREAU OF THE CENSUS 

Conference 
on the Measurement 
of Noncash Benefits 

DECEMBER 12--14,198s 

FORT MAGRUDER INN & CONFERENCE CENTER 

WILLIAMSBURG, VIRGINIA 

. 
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Ufl0XlResearch 
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UNITED STATES DEPARTMENT OF COMMERCE 
Suroeu of the Census 
Washington. O.C. 20233 

OFFICE OF THE DIRECTOR 
I 
. 

Dear 

Then Bureau of the Census invites you to attend a conference on the measurement 
of noncash benefits to be held at the Fort Magruder Inn, in Williamsburg, 
Virginia, December 12-14 (see enclosed brochures). 

Then Census Bureau collects and publishes the Nation's official statistics 
on Income and poverty. During the past several years, the Census Bureau has 
exppnded its efforts to collect and analyze data on noncash benefits. Our 
work has increased in response to the substantial growth during the past 
two'decades in Government noncash benefits such as food stamps, school 
lunches, public or subsidized housing, medicare and medicaid; and private 
sector "fringe" benefits such as employer contributions for pension and 
health plans. The official estimates of income and poverty include only 
mon/ey income and do not include noncash benefits of any kind, In recent 
YWs, noncash benefits have grown dramatically for persons all along the 
income distribution. The Census Bureau's official estimates of income 
distribution give a less complete picture of economic well-being because 
of the failure to count noncash benefits. 

In peptember 1980, Congress directed the Secretary of Commerce to expedite 
effiorts to collect data on noncash benefits, develop procedures to value 
the e benefits, and show their effect on income and poverty estimates in 
Census Bureau publications. 

I 

In response to this request, the Census Rureau 
con ucted extensive research on the valuation of noncash benefits and pub- 
lished data for 1979 in Technical Paper 50. We published updated estimates 
for! 1980-1984 in Technical Papers 51, 57, and 55. (We are enclosing a copy 
of Technical Paper 55,) Each of these reports employs the same set of meth- 
ods~ and shows nine different estimates of the number of people in poverty 
(given the Office of Management and Rudget definition) if income is defined 
to 'include the value of selected noncash benefits. To date, there is no 
conlsensus on the best methodology to be used for valuing noncash benefits. 

The purpose of the conference is to allow persons outside the Census Rureau 
to review the methodologies used in these technical papers and, more specifi- 
cally, to address the following issues: 

1. What types of cash receipts and noncash benefits should be 
included in the Census Rureau's definition of income? 
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2. What are the most approprlate methodologies for valuing various 
noncash benefits? 

3. If income is defined to include noncash benefits, what are the 
issues of data comparability for the current income and poverty 
measures? 

4. What are the implications for Federal laws requiring the use of 
poverty data in allocating funds to states and local areas? 

We are enclosing a more complete outline of the conference agenda, together 
with a list of designated authors and discussants for the papers. 

To provide the greatest possible range of views, the Census Rureau is inviting 
to the conference a wide variety of academic, private sector, and government 
researchers, as well as representatives from advocacy groups and appropriate 

littees. Congressional comm 

itation to you personally because of the special contribu- 
in these discussions, If you cannot attend, please do not 
person's name, We need to receive the enclosed form by 
whether you will attend. The Census Bureau is exploring 
obtalning funds to pay travel and lodging expenses; how- 

ever, we are not certain yet that this will be possible. Our conference 
coordinator, Dr. Gordon Green, Assistant Chief, Population Division, 
(301-763-7444), will provide you with the administrative details at a later 
date. He also will provide you with a set of background materials. 

We extend this inv 
tion you can make 
substitute another 
November 1 showing 
the possibility of 

I hope that you will be able to attend this conference and I look forward 
to seeing you. 

Director 
Bureau of the Census 

Enclosures 
l 
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9185 

DRAFT OUTLINE 

Offsite Conference on the Measurement 
of Noncash Benefits 

First Day 

Evening I. Introductory remarks 
session 

II. Overview of Census Bureau's work on noncash benefits 

III. Four major issues to be explored at this conference: 

A. Statistical Definition of Income 

1. What should income measure as a statistical concept? 

2. Which noncash benefits should be included as income? 

Food stamps and school lunches? 
Public housing? 
Energy assistance? 
Free or subsidized health insurance or medical care? 
Free or subsidized education? 
Employer contributions for social security, 

unemployment compensation? 
Employer contributions for pensions and hea 
Business lunches and entertainment? 
Return on equity in own home? 

medicare, and 

lth plans? 

3. Should the Census Bureau prepare income est 
both before and after taxes? 

imates for 

B. Methods of Measuring Noncash Benefits 

1. The three methods used by the Census Bureau 
noncash benefits are: (1) market value, (2) 

to value 
cash equiva- 

lence, and (3) poverty budget share. Are there conceptual 
problems with any of these techniques? How serious are 
the practical problems of implementing each of the 
three approaches? 

2. Are there other approaches that should be explored? 
Are there other methods of implementing the approaches 
used thus far that might produce more satisfactory results? 

3. The choice of a method to value medical care has a 
great effect on poverty estimates. Why is the gap 
so large between the valuation obtained from the 
market value approach and that obtained from the 
other two approaches? 
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C. Statistical Comparability Using Alternative Methodologies 

1. 

2. 

3. 

4. 

D. use 

If the Federal Government adopts a revised income definition, 
what changes should be made in the Census Bureau's basic 
series on income distributions? Is it likely that we would 
end up with several alternative definitions of income? (We 
now have nine experimental estimates of the extent of poverty 
in addition to the official one.) 

The current measure of poverty is based on money income 
only and on the cost of a food plan and a multiplier that 
takes into account nonfood requirements. The multiplier was 
estimated by using the relationship between food expenditures 
and cash income. What are the statistical implications if 
any, of comparing income including noncash benefits against 
poverty thresholds based on money income only? 

Given that private and government programs change over time, 
and given the possibility that valuation techniques may change 
over time, are there potentially serious problems in maintain- 
ing data comparability over time? 

Given that surveys vary in design and content, are there 
potentially serious problems in maintaining data comparability 
among surveys (e.g., Current Population Survey, Survey of Income 
and Program Participation, decennial census) if the definition 
of income is modified to include certain types of noncash 
benefits? Because of space limitations, it may be especially 
difficult to collect data on an expanded list of income sources 
in the decennial census. 

of Poverty Statistics in Federal Laws 

The definition of income used by the Census Bureau has no 
effect on eligibility for government programs that distribute 
benefits to individuals. However, if an alternative income 
definition was used, how would it affect Federal laws that 
require the use of poverty data in allocating funds to states 
and local areas? 

~ Second Day 

~ Morning 
session Presentation of papers on the first three major topics (A, B, C). 

For each of the topics there will be one invited paper and 
two discussants. 
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Afternoon 
se;ssion Assignment of individuals to three concurrent sessions 

Meeting of the three concurrent sessions 

Eve;niny 
session Report on each of the three sessions and open discussion 

Third Dal -- 

Morning 
session Presentation of fourth paper (D) and open discussion 

Concluding remarks 
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GENERAL DISCUSSION POINTS: NONCASH INCOME CONFERENCE 

(To be consldered by each working group) ! & 

1. 

2. 

What were the main Issues idcntlfled by this morning's authors and 
discussants? What Is your positlon on these Issues? Are there any 
Important issues that were not identified 1n this morning's session? 

What are the most important things that the Census Bureau should do 
In pursuing Its program on valuing noncash benefits, (a) in the 
short run?, (b) In the.long run? 
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SPECIFIC DISCUSSION POINTS: NONCASH INCOME CONFERENCE 
(Each working group to be assigned two dl-scusslon polnts) 

I. ISSUE: Counting medjcal care benefits. 

BACKGROUND 
. 

The counting of medical tire benefits has a large effect on experlmen- 
tal estlmates of the number of persons In pdverty. The Inclusion of 
medical care beneflts and the way In which they are counted have been 
the subject of some controversy. First, there has been much dlscussion 
about the theoretlcal deslrablllty of including medical care benefits 
In the deflnltlon of Income. Second, It has been noted that the 
"market valut" approach asslgns medical cart bentflt values In some 
qtatts that are large tnough to llft persons above the poverty llne 
regardless of their other resources. Third, it has been argued that 
the Census Burtau should not use a procedure that counts the cost of 
$wdIcal cart recelvtd by tht lnstitutlonaliztd populatlon as part of 
the Income received by nonlnstltutionalired persons. 

b. Should medical care bentflts bt counted as Income: For the 
purpclse of calculating the dlstribution of Income? For the 
purpclst of tstlmatlng tht numbtr of persons In poverty? 

12. If medlcal care bentflts are counted as Income, what method 
should be used to determine thtlr value? 

3. Should the cost of medical cart rectlved by lnstitutionaliztd 
persons be counted as Income received by the nonlnstltutlonal lztd? 
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II. ISSUE: Countlng employer-provlded btneflts. 

BACKGROUND 

Employer-providtd beneflts make up the bulk of noncash income but 
we havt not yet developed methods for Including the value of these 
benefits In a dcfinlt,lon of Income. The major employer benefits 
include contributions to health and pension plans, contributions 
to social insurance plans (social security, unemployment compensa- 
tlon, worker's compensatlqn), and more specialized benefits such as 
the use of a company car, tuition payments, and "expense account" 
btnefits in the form of meals and entertainment. A compllcatlng 
factor is the lack of knowledge on the part of survey respondents 
concerning employer-provided btntflts. In the absence of direct 
informatlon from employers, tstlmatts of the value of benefits 
rectlved by employees will be very Imprecise. 

QUESTIONS 

1. Which employer-provided benefits should be counted as Income: 
For the purpose of calculating the dlstributlon of income? 
For the purpose of estimating the number of persons in poverty? 

2. How should the Census Bureau balance off the deslre for a more 
comprehtnsive measure of Income with the problem of data quality? 
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III. ISSUE: Mlsreportlng of Incomt. 

~ BACKGROUND 

Tht Census Bureau rtgularly publlshes data comparing our survey 
estimates of Income wlth benchmark tstlmatts. The extant to which 
the survty estimates agree wfth the btnchmark tstlmates varies by 
type of Income, but there.are serious problems of survey under- 
reporting for certain Income types such as property income and 
transfers. There has long been an lntertst in trying to detennlne 
what tht Income dlstrlbutlon would look like if there were no prob- 
lems of misreporting. 

gUESTIONS 

l* Should the Census Bureau devote resources to the development 
of methods to adjust survey estimatts so that they agree wlth 
benchmark tstlmates of total Income and Income by type? 
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IV. ISSUE: Implemcntlng tht "reclplent value* and "povtrty budgtt share" :1 
approaches by measuring tht normal txpendlturts of unsubsidized ' 
persons. .I 

BACKGROUND 

Technlcal problems exlst wlth the 'rtcipltnt value' and povtrty budget 
share" methods of assignlng do1 lar valuts to .noncash btneflts. In 
order to implement the former approach, It is necessary to measure 
the normal expendlture on the particular good or servlct madt by an 
unsubsidized person who othtrwist has the samt characttrlstlcs as the 
subsldlzed person. To Implemtnt tht latter approach, It Is ntcessary 
to measure the normal expenditures of an unsubsldlred person at tht 
poverty levtl. In some instances, It Is vlrtually impossiblt to 
obtain a valid measure of the normal txpenditures of unsubsidized 
persons. For example, It Is vlrtually lmposslblt to obtaln a valid 
estlmate of normal expendlturts on mtdlcal cart made by unsubsldlrtd 
ptrsons 65 years or over (not covtrtd by medlcart). As a result, the 
values asslgned by tht "rtclpltnt value" and 'povtrty budget share' 
approaches can be strlously biased. 

QUESTIONS 

1. Are data problems of this sort sufficltntly txplalned in Census 
Bureau publlcatlons? 

2. Are the conceptual and emplrlcal data problems sufficiently severe 
to argue for the cessation of the estimates? 
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v. ISSUE: Comprrlng before-tax income measures to poverty thresholds 
bared on after-tax income. 

$ACKGROUMD 

Poverty status is dctennined by comparing the Income of a family or 
person to the appropriate poverty threshold. The poverty thresholds 
were adopted during the 1960s and are updated each year to account 
for price changes. The thresholds were calculated on the basis of 
the cost of certain food plans and the proportion of after-tax Income 
spent on food. The Census Bureau's official estlmates of poverty 
have always been prepared by comparlng before-tax Income to the 
thresholds. fhls procedure has been followed because ntlther the CPS 
or the dcccnnlal census collects data on taxes. In recent times, the 
Census Bureau has prepared ertlmater of after-tax income by simulating 
the tax payments of CPS households. This has raised the question of 
whether poverty estimates should in fact be prepared by comparing the 
islmulated after-tax Income with the poverty threshold. If such a pro- 
bedure were adopted, It is Important to note that estlmatts of after- 
tax income would become avallable several months after the regular 
CPS Income'data (to obtain after-tax data sooner would require 
bddltlonal assumptions In the simulation process). 

B UESTIONS 

p . Should poverty status be determined by comparing thresholds 
against slmulated after-tax income or by canparing thresholds 
agalnst the income flgurts as they are reported in the survey? 

2. If a dtclslon Is made to use simulated after-tax Income in 
determining poverty status, poverty reports wlll either be 
delayed or wlll be based on a slmulatlon model In which 
assumptions ~111 not be based on the most current Information. 
What are your recomnendatlons on thl s Issue? 

(973601) 

65 



, : 



Requests for copies of GAO reports should be sent to: 

U.S. General Accounting Office 
Post Office Box 6016 
Gaithersburg, Maryland 20877 

Telephone 202-276-6241 

The first five copies of each report are free. Additional copies are 
$2.00 each. 

There is a 26% discount on orders for 100 or more copies mailed to a 
single address. 

Orders must be prepaid by cash or by check or money order made out to 
the Superintendent of Documents. 

. 



United States 
General Accounting Office 
Wgshington, D.C. 20648 / 

\ First-Class Mail 
Postage & Fqs Pai 

GAO 

Ofbal Business 
Pe@.lty for Private Use $300 

Permit No. GlOO 

* 




